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Q.1: Short Questions:

I. The difference between policies and procedures is that policies are rules and guiding principles for achieving the goals of an organization. Policies are flexible and reflect the mission of the organization. On the other hand, procedures are step by step sequence for activities or tasks which is predefined by an organization. Procedures are rigid and reflect the practical applicability of the policies.
II. Some of the techniques that help increase the perception of deception includes:

· Surveillance using cameras or other methods in places of high-risk assets;
· Anonymous tips system to report suspicious activities;
· Companies prosecuting the fraudsters to send message they are serious;
· Enforcement of ethics and fraud policies;
· Companies making examples of fraudsters by prosecution and rewarding employees who contribute to detecting fraud.
III. Internal audit helps because when regular audits are being done, it increases the perception of detection and thus act as a preventative measure. Internal audit is a detective approach but can also act as a deterrent to those who might otherwise be tempted to commit fraud.

IV. The commanding approach to fraud detection is the directive approach. This is confrontational and authoritative. This approach is where the entity does little or nothing to prevent fraud and if fraud did occur and was detected, management would be shocked, fire the employee and would not prosecute.
V. The difference between precautionary approach and detective approach, in the precautionary approach potential fraudsters is screened out using various means like background checks for criminal record and credit reports whereas the detective approach is where management sets up accounting control and internal audit function to monitor potential frauds.

With the precautionary approach, management can use internal controls and background checks as well as segregation of duties to mitigate the risk to the point where management must override controls or persons must collude to commit fraud while the detective approach management can use the internal audit function to periodically verify the legitimacy of transactions and the existence of assets.
VI. Internal control is a process effected by an entity’s board of directors, management and other personnel, designed to provide reasonable assurance regarding the achievement of objectives relating to the effectiveness and efficiency of operations, reliability of financial reporting and compliance with applicable laws and regulations.

Some internal control activities that organizations can adopt in order to prevent fraud includes:

· Adequate segregation of duties involving custody, authorisations and control of source documents and records and IT access controls;
· Proper authorisation procedures and authority limits;
· Adequate documentation, records and audit trail;
· Physical control over assets, records and information systems;
· Independent checks on business performance and evaluating compensation programs;
· Monitoring of controls.
Q2.  
In developing a fraud policy various points should be considered. A fraud policy should be simple, concise and easily understood and demonstrate the organisation’s commitment to combating fraud, the behaviour expected of staff and other third parties, and the action that will be taken against fraudsters. These items should be set out clearly in a fraud policy statement. Fraud should be defined and examples be given of what might constitute fraud and dishonesty in the specific context to the organization. This might include things like theft, misuse of funds or resources, bribery or corruption and therefore employees are made aware.  Key responsibilities should be highlighted of senior management and staff in preventing, detecting, and reporting fraud and in co-operating with investigations; so an individual or body should be identified with the overall responsibility for the fraud policy. Avenues should be set up for reporting suspicious activities such as whistleblowing arrangements or tipster hotline. In the event of a fraud being discovered or suspected a process should be outlined such as how evidence would be secured and investigation conducted and who would be responsible for taking action. Once the fraud policy is completed, it should be communicated to all staff as well as third parties and clear guidance should be given on the fraud policy and the need for vigilance to prevent fraud. As businesses change over time it is essential to review the fraud policy regularly to ensure it remains relevant and effective. 
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